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OATH OR AFFIRMATION

L THOMAS HERZIG , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

P. R. HERZIG & CO., INC. , as
of DECEMBER 31 ., 20 054 are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

£

ARTHUR S. PESNER / V /&’7//‘/

Notary PUU*C. State of New York Sign
No, 01PES083292
Quaiified in Nessau County L : PREBIDENT
Commission Expies Ay 15, 200
Title
Notary Public

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
[X (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
lj( (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
() An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

Officers and Stockholders’
P. R. Herzig & Co., Inc.

We have audited the accompanying statement of financial condition of P.R. Herzig & Co., Inc.
as of December 31, 2005, and the related statements of operations, changes in stockholders’
equity and cash flows for the year then ended. These financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in-accordance with generally accepted auditing standards in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

We did not find any material inadequacies in the accounting system, internal accounting control
and procedures for safeguarding securities.

The above firm claims specific exemptions from Rule 15C3-3 of the Securities and Exchange
Commission.

We have reviewed the necessary records and have determined that the firm is in compliance
with the exemption provision of 15¢3-3.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of P.R. Herzig & Co., Inc. as of December 31, 2005, and the results of its
operations and its cash flows for the year then ended in conformity with generally accepted
accounting principles in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule | is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basis financial statements taken as a whole.

/L7

New York, New York
January 30, 2006
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This is to confirm that the 2005 annual statements and operational reports filed with the NASD
by P.R. Herzig & Co., Inc. have been made available to all members of the firm.

d

THOMAS HERZ 0 \}

Sworn to before me this,

J4 i day of fe é‘“’“’ 2006 ARTHUR 8. pes
y L', Wm State of N'e“f:;n
Wh Nessau County

Commission Expires kv 15 AL

ol fors

NOTARY PUBLIC




P. R. HERZIG & CO., INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

Note 1 — Organization and Significant Accounting Policies:

Organization:

The Company is a broker-dealer registered with the Security and Exchange Commission

(SEC) and is a member of NASD.

Security Transactions:

Security transactions are recorded on a trade date basis.

The Company clears all transactions on a fully disclosed basis with a clearing broker. They
promptly transmit all funds and deliver all securities to the clearing broker. They do not hold

funds or securities for or owe money or securities to customers.

Cash and Cash Equivalents:

For financial statement purposes, the Company considers all highly liquid debt instruments

purchased with original maturity of three months or less to be cash equivalents.
Property and Equipment:
Property and equipment, at cost, consists of the following at December 31, 2005.

Estimated Useful

Life
Equipment ‘ -$ 28,236 5-7 Years
Leasehold improvement 30,706 39 Years

58,942
Less: accumulated
depreciation and amortization  (27,905)

$.31.037

Depreciation and amortization expense for the year ended December 31, 2005 was $3,064.



P. R. HERZIG & CO., INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

Note 1 — Organization and Significant Accounting Policies {(Continued):

Investments:
Investments are classified as trading securities and are valued at market value.

Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimated.

Revenue Recognition:

Commission income is recorded on a settlement date basis.
Income Taxes:

The Corporation is subject to taxation as a regular corporation for federal and state
purposes. At December 31, 2005, the Corporation had a net operating loss carryover of
approximately $54,000, which may be used to offset future taxable income. The loss
carryover expires at various dates through December 31, 2023.

Note 2 — Commitments and Contingencies:

Leases:

Effective February 1, 2002, the corporation executed a new lease for space in Roslyn
Heights, New York. The terms of the agreement call for 5 year period ending January 31,
2007. The future minimum lease payments are as follows:

For The Year Ending December 31,

2006 $122,606
2007 10.250
$132.856

The rent expense for 2005 was $120,316.

The above is subject to escalation due to increases in real estate taxes.



P. R. HERZIG & CO., INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

Note 2 — Commitments and Contingencies(Continued):

Profit Sharing Plan:

The Company has a profit-sharing plan that covers all qualified employees. Contributions to
the plan are at the discretion of the Board of Directors. For the year ended December 31,
2004 a $43,140 contribution was made. For the year 2005 a 12% contribution was accrued
for qualified employees in the amount of $52,837.

Note 3 — Securities:

Securities at December 31, 2005 are as follows:

Equity securities, at cost $2,992,305
Net unrealized gain 190,387
Fair market value $3,182,692

Note 3 — Loan Receivable —~ Officer:

As of December 31, 2005, $30,000 has been advanced to an officer. Interest is being
charged at 2% a year.

Note 4 — Due to Estate of Former Shareholder:

Upon the death of an officer in February 2004, the liability due to him was passed on to his
estate.

Note 5 — Concentration of Credit Risk:

The Company maintains various bank and money market accounts that, at times, may
exceed federally insured credit limits. The Company has not experienced any losses on
such accounts and believes it is not exposed to any significant credit risk with respect to
such balances.
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P.R. HERZIG & CO., INC.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2005

REVENUES

Commissions
Security trading and miscellaneous

Total revenues
EXPENSES
~ Salaries and other operating expenses
Net gain before taxes on income
Taxes paid

Net profit for the year
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$1,451,076
282,727

1,733,803

1,437,212
296,591
(971)
$_205,620

The accompanying notes are an integral part of the financial statements



P.R. HERZIG & CO., INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2005

Cash Flow From Operating Activities:

Net profit for the year
Adjustments to reconcile net gain to net cash
provided by operations:
Depreciation and amortization
Changes in operating assets and liabilities:
Increase in accrued expenses and taxes-
-Increase in long securities at market
Increase commission receivable
Increase in due to broker
Increase in prepaid taxes and expenses
Decrease in loan receivable
Decrease in due to estate of former shareholder

Net cash provided by operating 'activities

Net increase in cash

Cash, beginning of year

Cash, end of year

Supplemental Disclosures of Cash Flow Information:
Cash paid during the year for

Interest
Income taxes
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$ 295,620

3,064

11,197
(162,974)

113,673
(4,937)
(25,505)

59,000
(106,344)

182,794

182,794

257,801

$.440,505

$ 42,515
$§ o7

The accompanying notes are an integral part of the financial statements.
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P.R. HERZIG & CO., INC.
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2005

‘Balance, January 1, 2005 $2,474,498
Net profit for the year 295.620
Balance, December 31, 2005 $2.770.118

The accompanying notes are an integral part of the financial statements.



SCHEDULE |

Page 10-B
P.R. HERZIG & CO., INC.
CAPITAL COMPUTATION & AGGREGATE INDEBTEDNESS
FOR THE YEAR ENDED DECEMBER 31, 2005

The firm’s minimum capital requirement is $65,877 or $_100,000
The excess net capital at December 31, 2005 is computed
as follows:
Net Capital per Page 10-A — Part | of the Annual Report 2,026,559

Less: Minimum Capital Requirement 100,000

Excess Net Capital — December 31, 2005 $1.926,559

There are no financial instruments with concentration of credit risk.



